DOCUMENT RESUME 



ED 076 1U8 



HE 004 126 



AUTHOR 
TITLE 

INSTrJUnON 

PUB EATE 
NOTE 

JOURNAL CIT 



White, Richard E. 

Notes to a College Faculty Member on Finance. 

Toledo Univ., Ohio. Center for the Study of Higher 

Education. 

Mar 71 

3p. 

Critique; v3 n2 p2-4 Mar 1971 



EDRS rr.icE 

DESCRIPTORS 



MF-$0.65 HC-$3.29 

Budgeting,. Costs; *Educational Economics; 
♦Educational Finance; *Educational Planning; 
♦Financial Support; *Higher Education; Scheduling; 
Teaching Load 



ABSTRACT 

This eirticle discusses alternative possibilities to 
financial problems witiiin funding programs. Areas covered include 
faculty load, faculty compensation, course additions, and course 
scheduling. (MJM) 
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AN ISSUE OF CONCERN TO 
ALL FACULTY TODAY 

Throiifjhout the history of American higher 
education, the most idenlistic of educational phi- 
losophies have always come under the excraciat- 
injjly critical eye of the individual institution's fi- 
nancial officer who was primarily concerned with 
but a sinjjie quc*stion: "Can we ailord to do this?" 

It has ahvays taken an inspired president to 
step off the brink with a radical idea and forge 
ahead, regardless of the cost, risk, or uncertainty, 
.simply because a particular educational program 
or idea needed to be done. No one in his right 
mind would counsel a hasty decision on any matter 
whjf'h could affect the financial solvency of a given 
institution. 

Yet today, for many and diverse reasons, the 
financial solvency of an increasing number of in- 
stitutions is up for question. A rcnrent report from 
The Association of Independent Colleges and Uni- 
versities of Ohio* points up "the present critical 
ilnanciai condition and the future prospects . . 
of the .so-called small private college in the State 
of Ohio. Some of these institutions will simply 
require more funding from an additional source if 
they are to survive. While .some institutions are 
cutting back on filling faculty vacancies, others are 
holding faculty salaries constant — with possibly 
not even a "cost of living*' increa.se to be e.\pected 
^ for their faculty this year. 

^- The problem, though, is not limited to the 

.smaller colleges. Certain major institutions with 
considerable prestige throughout the country are 
reporting sizeable deficits in .spending — institu- 
tions which have never before been "in the red'* 
throughout lengthy histories of educational service. 



* The Association of Independent Colleges and Universities of 
Ohio. Toward An Effectivt Utilization of Independent Colleges and 
Universities by the State of Ohio (January 1971). 
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Systems of public education are e.\periencing the 
effects of a "tight money economy'* and almost 
ever>' institution appears to be looking for ways of 
"holding the line" or cutting "unnecessary costs.** 
Today ju.st about any professional gathering — 
even vaguely related to higher education — can be 
counted upon to produce at least one speaker to 
deal with the "crisis in financing.*' Accountability 
has become our watchword. 

It seems clearly appropriate, therefore, to focus 
an issue of CRITIQUE upon the .subject of college 
finance. General facts and figures describing the 
nature of the crisis can be found elsewhere — 
probably within your own institution. The intent 
of this issue is to allow one man to speak directly 
to individual faculty members at varying institu- 
tions on this matter. How clearly he has done this 
remains for you to judge. Your comments — both 
critical and othenvi.se — continue to be welcome. 
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NOTES TO A COLLEGE FACULTY 
MEMBER ON FINANCE 

Richard E. White^ 

Almost universally, whenever the subject of 
finandn}; higher education aris(;s. most of the (lis- 
russion focuses on cither theorc»tical economics or 
the discreet amount of state appropriations that a 
j(iven institution needs or expects. While both of 
these aspects are important, little information is 
ever supplied to the {general faculty member as to 
the process by which financial decisions are for- 
mulated or the way particular decisions that may 
influence the financial operation at an individual 
institution are made. Hopefully, this paper will be- 
f;in an effort to fill this gap for the faculty member. 

Let us look for a moment at the state legisla- 
tive process as a means of financing public higher 
education. There are, of course, other taxing units 
presently being used to support public colleges — 
municipalities, community college districts, school 
districts, etc. — but the legislative process illus- 
trates one important point. 

Several years ago a department chairman at a 
large university was heard to encourage members 
of a particular faculty committee to simply go to 
the legislature and tell its members that the uni- 
versity needed greater appropriations. He did this 
in complete confidence that such a statement was 
all that w-as needed. Generally, today we can 
agree that this approach is naive. A given individ- 
ual voice here and there is not nearly so effective 
as a unified group representing a particular college 
or faculty in higher education. Typically, requests 
from governmental agencies far exceed the income 
from all revenue sources within any given state. 
The legislators have few alternatives: increa.se 
re\'enues. pare budgets, or evolve some combination 
of both. 

In influencing appropriations from the legisla- 
ture, however, higher education administrators and 
faculty members have only one choice: they must 
vigorously defend and explain their educational 
programs and related appropriation requests. 
Throughout the legislative hearing proce.ss, bill 
preparation, and final appropriation act, it must 
always be remembered that a final compromise will 
take place. This compromise in some way will re- 
flect the value judgment of the legislature as to 
the importance of various programs in the total 
financial effort of the state. Higher education is 
but one such program. 

Consider further the formulas advanced or 
published as a base for an appropriation. Although 
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the total dollars have been decided with a variety 
of decisions, the formulas do reflect legi-^lative in- 
tent. For example, a student-faculty ratio of 24:1 
and an average stafling compensation level of 
S12.000 for each faculty member at that level of 
instruction means what it says. Simply put. the 
legislature is saying that the instructional effort 
should be sustained with those two average factors, 
student-faculty ratio and class size. Needless to 
.say. an institution sometimes tries to u.se its 
appropriation at variance with the model facte rs. 
and indeed, minor adjustments and changes are 
to be expected. However, wide changes or devia- 
tions from the legislative intent can only be ex- 
pected to lead to tighter mandates and scrutiny 
of future budgets. In fact, many states already 
operate under a line-item appropriations syste-n 
whereby money may not be moved from one item 
another within the budget without approval of 
a state administrative or legislative agency. 

Substitute the board of trustees for the legis- 
lature in the case of a private college and the 
situation is almost analogous. In this case, though, 
the board approves a budget reflecting the de- 
partmental requests and the estimated income, 
balancing priorities to reach final decisions. The 
level may diffej but the process is precisely the 
same. 

After appropriations are made, there are .several 
factors that individual faculty members should 
know and utilize to make the most of an expendi- 
ture plan. 

Faculty Load 

Most faculty members are correctly concerned 
with class size. A number of the new negotiated 
master contracts have specified maximum class 
sizes, and it is to be presumed that an assumption 
was made that such specification would control 
faculty load However, in light of appropriation 
formulas or assumptions, the faculty should be 
more concerned than they have been in the past 
with the student-faculty ratios for instructional 
purposes. A corollary concern, to be covered below, 
should be that of the average staffing compensation. 

The product of the educational program is the 
"educated graduate." However, mea.surement of 
productivity in a college has not yet developed to 
the point where the assessment of graduates is 
preci.se enough to determine for budgetary purposes 
the "output" of an individual faculty member, or 
the total faculty. As much as many faculty mem- 
bers would like not to be faced with such a mea- 
surement unit, even with many limitations, the 
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student credit hour is current-y clearly uti*'/«d 
as the most useful factor in making hudgetar>' 
comparisons. 

For example, a ''student" is defined as 15 stu- 
dent credit hours of enrollment during a term. 
Hence, a 24 : 1 ratio means that the average faculty 
member must produce '-160 student credit hours 
of enrollment in his classes during a term. If, 
however, the faculty has a contractual agreement 
limiting class size to 25 students and the teaching 
load to 12 hours of classes, it is impossible for the 
institution to remain solvent within the confines 
of the instnictional budget. In this case, the stu- 
dent credit hour production is only .300 per faculty 
member, a shortage of 16.67 per cent. If that 
faculty in.sists upon maintaining the cla.ss size and 
teaching load of 25 and 12, then faculty com- 
pen.sation will need to be cut by the 16.67 per 
cent, or else other funds will need to be discovered 
in order to maintain a balance. 

Table I illustrates the relationship of staffing 
ratios and teaching loads to average class size. 

Table I 

Average Class Sizes Necess iry To Support 
Varying Student-Faculty Starting Ratios 
And Credit Teaching Loads 



Credit Hour 
Teaching 
Load 


8:1 


Student-Faculty Ratio 
12:1 16:1 20:1 


24:1 


1 


120.00 


180.00 


240.00 


300.00 


360.00 


3 


40.00 


60.00 


80.00 


100.00 


120.00 


6 


20.00 


30.00 


40.00 


50.00 


60.00 


8 


15.00 


22.50 


30.00 


37.50 


45.00 


12 


10.00 


15.00 


20.00 


25.00 


30.00 


15 


8.00 


12.00 


16.00 


20.00 


24.00 



It is obviously an e.xercise in simple arithmetic, 
multiplying the student-faculty ratio by 15 credit 
hours per student and dividing the result by the 
credit hour teaching load in order to obtain the 
average class size. Nevertheless, it is important to 
show the budget implications. 

A second illustration: If a private college is 
now operating on a 12-hour teaching load and has 
a 12:1 student-faculty ratio, an increase in ratio 
to 16:1, or increasing average class size from 15 
to 20, will provide a one-third improvement in the 
instructional budget. This, to be sure, assumes 
that all other factors remain constant. Hence, an 
institution with an expenditure plan designed for 
a 24:1 ratio and a 12-hour teaching load must 
average 30 students per class or take funds from 



other 'nstitutional expenditure items to support 
in.';tn jtion. 

Furthermore, it must also be remembered that 
these illustrations have described the average 
teaching faculty member. A.ssuming that no funds 
have been appropriated for faculty research time 
or other non-instructional activities of the iastruc- 
tional .stall, relea.sed time for even a single faculty 
member changes the load factor for all of the 
othei^. The others must increase cla.ss size to cover 
the non-production of student credit hours by the 
released time. 

The point ihe above illustrations is simply 
to demoii»liate that faculty consideration and 
understanding of the mathematical options in 
varying class sizes and teaching loads may permit 
them to make suggestions that could improve 
budget operations of a college. As before, a college 
of 100 faculty members on a 20:1 ratio may re- 
lease five faculty members from teaching classes 
to do other important activities and only increase 
the class sizes for the other 95 faculty members 
by slightly over one student per class. 

Faculty Compensation 

Similar comments may be made with regard 
to faculty compensation. Each faculty member 
would like as much compensation as possible. 
However, the funding formula clearly determines 
the amount available to be paid in faculty salaries. 
Using the $12,000 compensation level (including 
fringe benefits), the average faculty member above 
needed to produce 360 student credit hours at 24:1 
and a 12-hour load.. Class size was thirty. 

If now the institution is forced to compete for 
faculty members at an average compensation of 
S14,000, class size must go to 35 per teaching 
faculty member, if the budget is to be balancecl. 
Obviously, the reverse may also be true. That is 
to say, if the class size cannot be increased beyond 
an average of 25, the average faculty member can 
only receive about $10,000 in compensation. An 
institution operating on a 12:1 ratio which moves 
to a 16:1 ratio, with the $12,000 compensation 
level, could move to a $16,000 level. Operationally, 
some alteration might also need to occur to main- 
tain the previous compensation level, or provide 
a more modest increase, if costs are outstripping 
income. 

In other words, the most important factors in 
varying the models around which an institution 
must make such a decision appear to be simply 
these: teaching load, student-faculty ratio, and 
faculty compensation. These three have the most 



imniecliate impact on the budget of the institution. 
But there are other items that also influence the 
instructional budget. 

Course Additions 

Most colleges are regularly faced with the ad- 
dition of new courses by departments. These 
increases may be entirely justified on academic 
grounds. However, the addition of each course in- 
creases the instructional budget. A four-hour credit 
course offered one quarter per year is one-ninth of 
a 12-hour teaching load, or $1,333 of an average 
$12,000 compensation. If the college is on a semes- 
ter schedule, then it is one-sixth, or $2,000. Of- 
fering the course each term would correspondingly 
increase the cost to $4,000 per year. Offering it 
once every two years changes the cost to $667 or 
$1,000. 

An additional course, furthermore, increases ex- 
penditures and subsequently the income must also 
increase in order to hold the budget balance and 
consistency. An increase in enrollment for the in- 
stitution will permit the course addition, provided 
that a portion of the new income may be allocated 
to the new course without reducing the allocation 
to existing programs. In other words, the institu- 
tion must have "excess'' program money to be 
spent on the new course. Any other alternative 
can do nothing but reduce by some amount the 
support for other program elements. For example, 
assume that a particular department adds one 
course per term while the college's enrollment and 
all other factors remain constant. The student 
credit hours of enrollment in that course will be 
diverted from other subjects, requiring a financial 
re-evaluation of the total program. 

Some theorists have attempted to argue that 



new courses can be added without mcreasing staff 
and costs. Not so! The point of the aI)ove con:- 
ments is that each course clearly has implications 
for financial structure and must be examined ac- 
cordingly. 

Course Scheduling 

These comments about course additions may 
be easily transferred to scheduling. The faculty 
needs to evaluate class and section scheduling as 
they relate to student programs. It may be possible 
to offer classes on a cyclical basis, without dis- 
rupting programs, thereby improving class size to 
increase allocations under the funding model. 
Avoidance of conflicts in scheduling can also im- 
prove the financial operation. 

To illustrate, if the average full-time student 
enrolls for 14 hours in one institution and 16 in 
another, the .same headcount will result in over 
14 per cent less funding for the first institution 
on a student credit hour base. A similar relation- 
ship exists in degree requirements. A 192-credit 
degree program, versus 186, will require over 3 
per cent more staff in a funding model. 

In Conclusion 

The comments and illustrations in this paper 
are presented to encourage and stimulate faculty 
to think about the alternatives available to them 
and to college administrators as they struggle with 
college financial planning. Other illustrations could 
be developed on the same theme, or the above ex- 
panded. But my point is simple: Financial prob- 
lems do have some solutions within present fund- 
ing patterns. It only requires a concerted effort to 
explore the alternative possibilities. 
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